Introduction
In a forward-looking environment, policy makers and market participants are constantly in search of indicators that might help predict future inflation. A wide range of measures of the state of the labour market -such as the gap between the actual and the natural level of unemployment, indicators of excess demand and of labour supply shortages -belong to the standard set of variables monitored by monetary authorities and analysts. In this context, a group of indicators that generally receives substantial attention is the one related to workers' compensations: changes in wages, labour productivity and unit labour costs. The underlying assumption is that wage dynamics play a central role in determining price developments. In particular, if nominal wages increase faster than productivity does, price stability is jeopardised because companies are faced with growing production costs and will eventually be forced to increase their prices. According to this view, appropriate measures of labour cost developments at the aggregate level can be useful as early detectors of future inflation.
In contrast to other countries, wages and labour cost developments have received little attention in Switzerland. The main reason lies in the lack of such indicators. Currently, nominal wage figures are released only once a year by the Swiss Federal Statistical Office and with quite a substantial delay. No official unit labour cost series exist.
In this paper, we construct quarterly time series for nominal hourly wages and for productivity-corrected nominal hourly wages, i.e. unit labour costs, from 1975 onwards. We then investigate the empirical link between wages and CPI inflation in order to identify causality effects. In particular, we want to evaluate the relevance of wages as an indicator for short-run CPI inflation. Causality here is defined in an econometric sense: it asks whether wages help to improve inflation forecasts beyond the information contained in lagged inflation itself. Evidence of Granger causality of wages on prices would, instead, not mean that wage changes literally cause price changes. If employees are forward-looking, it might actually be that -at least to some extent -wages increase because future prices are correctly anticipated to rise. It would, however, imply that current wage developments carry information regarding future inflation movements.
We find evidence that prices influence wages, independently of the sample period. Wages also influence prices, in the full sample. This result, however, does not hold for the sub-sample starting at the beginning of the 1990s, implying that the explanatory power of wages vanishes in a low inflation environment.
The paper is structured as follows. Section 2 presents some theoretical arguments linking wages and prices. It also provides an overview of some recent empirical work based on US data and refers to results obtained by Gaillard (1992) for Switzerland. Section 3 looks briefly at the Swiss data. In Section 4, we formally investigate the terms of the relation between wages and prices in Switzerland. This section also deals with generated regressors issue and the safety measures taken to ensure correct inference. Section 5 contains some concluding remarks.
The Link between Wages and Prices

Theoretical Background
Labour cost developments are often said to lead inflation. This argument goes back to the cost-push theory of inflation, which maintains that because labour costs make up a substantial share of the production costs, rising wages will sooner or later end up influencing prices. In particular, if wages grow faster than labour productivity, companies are forced to pass on the cost increase and thus adjust prices. Certainly, the link is not mechanical. The literature on nominal price rigidity indicates that companies on most markets tend to avoid making all too frequent price changes. The rate at which adjustments occur depends on a series of factors such as the size and persistency of the cost increase, the size of the profit margins, the demand strength and the expected behaviour of competitors. In the short run, companies might be willing to accept a reduction in their profit margins, but in the medium term, persistent wage increases make price adjustments necessary.
This argument, however, does not resolve the issue of how an acceleration in labour costs comes about in the first place. The bulk of existing explanations regarding inflation are actually provided by demand-driven theories. These identify in an excessively expansionary monetary policy the exogenous determinant of inflationary pressures. A causal influence of wages on prices could in principle still be observed. As companies compete to hire staff in order to satisfy a growing demand, wages will rise unless labour supply is sufficiently elastic. Note, however, that the direction of causation might just as well be inverted: strong aggregate demand, capacity bottlenecks and aggregate supply shortages could allow companies to increase prices, leading to higher profits. This would in turn push employees to request substantial wage increases. Either way, this view implies that wages are likely to lose their interest as an early indicator for future inflationary trends and that the focus should rather be placed on monetary conditions. Obviously, the different mechanisms that have just been sketched might be working simultaneously, allowing for bi-directional influences between wages and prices.
Two alternative settings are generally used to model wage behaviour: the Phillips curve and the wage curve.
1 Whereas the Phillips curve approach is based on a negative relationship between the rate of change of wages and the unemployment rate (or some broader measure of economic slack), the wage curve implies a negative relationship between the level of real wages and the unemployment rate. In OECD (1997, table 1.A.1), wage equations are estimated for twenty-one countries. In seven of these, the Phillips curve proves to provide a better fit of the data. This group of countries includes the US and Switzerland. This is why, following Gordon (1985) , Ghali (1999) and Mehra (2000) , we formalise the link between the two variables in an expectations-augmented Phillips curve framework, where prices are determined by a mark-up over wages. In turn, wages depend on expected inflation. In both equations, aggregate demand conditions as well as supply shocks are also taken into account. The two equations can be formulated as follows: 
where p t is the price level, w t is the nominal wage, q t is labour productivity, d t is a measure of the state of aggregate demand, z pt are price-specific supply shocks while z wt are wage-specific supply shocks. Δ is the first difference operator and e t p Δ denotes inflation expectations. All variables are expressed in natural logarithms.
The price equation (1) implies that prices are determined by wage behaviour, once you control for the cyclical state of demand, on the one hand, and supply shocks, on the other. Equation (2) describes the wage dynamics. Firstly, note that wages are defined as labour productivity-adjusted wages, i.e. unit labour costs. Secondly, given the assumed adaptive shape of inflation expectations, expected inflation is explicitly related to past inflation in the wage equation once (3) is substituted in. Wage growth is thus influenced by lagged price inflation. In other words, this setting suggests that both wages and prices systematically influence each other. The next section looks at what empirical research on the topic says.
Empirical Evidence
So far, attempts to empirically investigate the link between wages and prices have produced contrasting results. Most of the available research seems to show little evidence that wage inflation causes price inflation. Gordon (1988) and Mehra (1991) conclude that wage changes are not relevant in explaining inflation when the latter is measured using the GDP deflator. Mehra (1993) finds that changes in unit labour costs cause CPI inflation; stronger evidence, however, supports the view that changes in the GDP price deflator explain wage changes. Based on further research, this same author (Mehra, 2000) argues that wage growth helps predict future inflation only during a period of constantly accelerating inflation. In contrast, inflation systematically helps predict wage growth over a much larger span of time which covers different inflation regimes. Emery and Chang (1996) observe that, during the post-1980 period of rather low inflation, including a unit labour cost variable in the inflation equations does not improve their out-of-sample forecasting power, whereas evidence of inflation causing wage growth is robust, regardless of the sample choice. Hess and Schweitzer (2000) also find evidence that inflation helps predict labour costs rather than the other way around.
Some authors have identified an impact of wages on prices at the sector level. Brauer (1997) shows that while compensation growth in the goods industry has little predictive power for the evolution of goods prices, compensation growth in the private services sector does help predict prices for a specific group of services, and thus in turn movements of the CPI. Aaronson (1999) provides evidence of the impact of minimum-wage increases on prices in the catering sector.
Chan-Lau and Tockarick (1999) claim that moderate labour cost growthdue to a weakening in the dynamics of non-wage labour compensation and greater labour productivity gains -is a key determinant of the slowdown in inflation in the second half of the 1990s in the United States. Against the background of a growing output gap and declining unemployment, extending the Phillips curve specification with a measure of labour costs turns out to be necessary in order to explain the otherwise puzzling decline in inflation. Investigating the 1959-1989 period, Ghali (1999) asserts that causality essentially runs from wages to prices and takes a clear stance in favour of the systematic monitoring of labour costs for monetary policy purposes.
Clearly, even from an empirical perspective, there is no agreement on the terms of the relationship between wages and prices. Generally speaking, research results are quite sensitive to the sample choice, to the specific labour cost and price measures adopted as well as to the way econometric tests are specified.
In the case of Switzerland, findings on this issue are contained in Gaillard (1992), covering the period 1966:1-1991:4. The author formulates a two-equation framework to evaluate the wage-price adjustment mechanism. In the price equation, prices are measured as the GDP deflator. Two formulations are applied. In the first one, prices are determined by unit labour costs and a time-varying mark-up which depends on business cycle conditions as measured by capacity utilisation. In the second formulation, prices are a function of a constant mark-up over production costs (defined as the sum of unit labour costs and capital costs). In both cases, it turns out that unit labour costs play a highly significant role for the short-run dynamics of prices. For the wage equation, too, several specifications are tried. Results across the board show that lagged price changes are a key determinant of short-run wage developments.
This work expands Gaillard's (1992) results in a number of different ways. First of all, we explicitly focus on the link between wages and CPI changes: our purpose is to evaluate whether the movements of unit labour costs contain information for future headline inflation. Second, our wage and unit labour cost series are based on a more comprehensive definition. Third, we extend the analysis period up to 2005, thereby including the moderate inflation environment which has now been observed for more than ten years.
Swiss Data
Introducing the Series
At the moment in Switzerland, no official quarterly wage and unit labour cost data exist. Official labour productivity data are published with a substantial delay and are available on an annual basis only. As a consequence, the quarterly series used in our analysis had to be constructed.
As far as wages are concerned, we used the annual labour income data resulting from the national accounts as a starting point. Labour income is defined as the total amount of gross wages paid by resident employers to their resident and non-resident workers. This definition of labour income also covers one-off compensation (bonuses and benefits) as well as changes in charges due to pay-roll taxes. Data currently cover the period to 2005. We obtained higher frequency observations by applying the Chow and Lin (1971) technique for temporal disaggregation within the ECOTRIM package developed by Eurostat. 2 Note that this technique is widely applied to obtain quarterly estimates of national accounts ( see Eurostat, 1999) . Swiss quarterly accounts data are also estimated according to this principle. By means of linear regression, this method distributes wage growth over the four quarters comprising a year, under the constraint that average quarterly year-on-year changes correspond to the growth rate displayed by the original low frequency series. Also, an assumption must be made regarding the structure of the regression's residuals. The Chow and Lin procedure assumes that residuals follow an AR(1) process. For wage growth to be distributed over the quarters in a legitimate manner, one or more relevant regressors -called related series -must be chosen. Thus, the quarterly pattern of the estimated series is ultimately determined by the profile of the related series which have been selected. The magnitude of growth, instead, is determined entirely by the dynamics of the low frequency series (labour income).
In order to identify appropriate regressors, we followed the strategy suggested by Eurostat (1999) . The latter is based on two main criteria: i) the related series used as regressor should have some kind of theoretically-founded link to the target series and ii) statistical evidence on the correlation between the target variable and candidate regressors must support the choice. We used two regressors. The first one is a time series on nominal wage growth obtained on the basis of information taken from the files of SUVA, the Swiss Accident Insurance Fund for employees. In the past, this source was used by the State Secretariat for Economics (seco) to extract official estimates of the nominal wage dynamics on a quarterly basis.
3 SUVA wages, however, underestimate the actual trend in labour income, as they do not take into account one-off compensations and changes in aggregate workers' income linked with shifts in the employment structure. Indeed, labour income grew, on average, 1.5% p.a. faster than SUVA wages over the 1975-2005 period. The wage series used by Gaillard (1992) is affected by these shortcomings. Our second high-frequency regressor, is employment growth, measured in terms of hours worked, which we introduce in more detail below.
How do these two regressors perform in terms of the two above-mentioned criteria? Criterium i) is satisfied as, in principle, labour income growth is indeed supposed to reflect the joint developments of the quantity of labour input and its price. As far as the second criterium is concerned, a standard approach is to look either at correlations or at the fit of the regression. The simultaneous correlations is 0.75 between labour income and SUVA wages and 0.51 between labour income and hours worked. SUVA wages and hours worked, however, are very weakly correlated (0.05). The result of a regression based on annual data looks as follows (t-statistics in brackets):
( 2 49 = .
Both regressors are highly significant and make it possible to obtain a reasonable fit. All in all, therefore, these two related series appear to conform well to the afore-mentionned criteria. Figure 1 shows these different time series.
The next step involved computing hourly wage and hourly labour productivity figures. These two series were obtained by dividing labour income and real GDP by a quarterly series of hours worked. Given the significant long-run trend towards shorter average annual work duration -due to phenomena such as the increasing proportion of part-time jobs, longer vacation periods, the reduction of full-time weekly hours -the use of hours worked instead of a pro-capita measure is relevant. Official data on hours worked exist on an annual basis for the period 1991-2004. For our purposes, we constructed an alternative quarterly series based on the active labour force series and on information taken from several sources regarding the different aspects of work duration. 4 Changes in the Unit Labour Costs (ULC hereafter) were computed as the difference between nominal wage changes and labour productivity changes.
Further, we used a monetary aggregate ( SNB internal computation based on the production function approach. All in all, we dispose of a quarterly data set covering the period 1975.1-2005.4. The lower truncation was imposed by our series on hours worked whereas the upper bound of the sample was determined by the lack of further data regarding the nominal labour income. 
A First Look at the Data
In this paper, we will compare the evolution of wage inflation and price inflation, where price inflation will be provided by CPI changes. The reason for focusing on the conventional consumer price index rather than on other measures of pricessuch as the GDP deflator or the producer price index -is that the price stability objective of the monetary authorities is expressed in terms of an upper bound for CPI annual changes. According to the Swiss National Bank (SNB) definition, price stability is provided when CPI annual growth remains below 2%. In this section, however, we will also illustrate the relation between the evolution of wages on the one hand and the producer price index (PPI) on the other. We start our analyses by considering the relation at the level of producer prices. Fig. 2a and 2b plot the time series of year-on-year changes in the producer price index along with changes in hourly wages (HW) and changes in ULC respectively. The nature of the relation between the two series seems to vary over time. Nonetheless, they clearly share some common major upward and downward movements. As can be seen in Table 1 , the simultaneous correlation is 0.58 between PPI changes and nominal wage changes and 0.40 between PPI changes and ULC changes. A careful observation of the two graphs makes it clear that changes in the PPI lead changes in wage inflation. In fact, in the case of Fig.  1a , the correlation between the two series is highest (0.73) between current PPI inflation and changes in nominal wages at time t + 4. In Fig. 2b , ULC changes appear to reach the maximum correlation with PPI t changes at t + 4 (0.68). Fig. 3a and 3b focus on consumer prices. They show the annual change in the CPI versus our two measures of wage inflation. The two graphs make it even clearer that movements in prices and wages are closely related. The wage series co-move quite systematically with the CPI changes throughout the whole period. 79  81  83  85  87  89  91  93  95  97  99  01  03  05  76  78  80  82  84  86  88  90  92  94  96  98 In both graphs, the two series decline strongly at the beginning of the sample. They then display an initial peak in the early 1980s before dropping significantly. They pick up again in a fairly parallel manner at the end of the decade and subsequently follow a common downward trend. A moderate hike is then observed during the cyclical upswing at the beginning of the new millennium. As compared to what has just been observed for the producer price index, the lead of prices on wages is less evident. In fact, in Fig. 3a and 3b , the correlations between current CPI and wage changes at t and t + 1 are equally strong. By looking at Fig. 2a through 3b , it appears that all individual price and wage growth series are strongly autocorrelated. High pairwise cross correlations are automatically induced by this feature. From a Granger causality perspective, it might therefore be interesting to look at how the deviations from the underlying autoregressive processes correlate. For each of the variables, we estimate a simple AR(1) process and have the residuals of the regression define the shocks hitting this variable. We then measure the strength of co-movements between these shocks. In Table 2 we report the correlation results for CPI shocks only. Not reported are similar -but weaker -results for PPI shocks. A ** symbol implies that the correlation is significant at the 5% level. Generally speaking, Table 2 points to a positive correlation between CPI shocks, on the one hand, and wage or ULC shocks, on the other. Correlations tend to be stronger between CPI shocks and wage growth at time t + i, suggesting a possible lead of price inflation on wage inflation. Between CPI shocks and ULC shocks, however, the strongest correlation is the simultaneous one. This initial evidence proves that price and wage changes are closely related. Nonetheless, it does not allow any safe conclusion to be made about the direction of causation. In the next section, Granger-causality tests are implemented to shed some more light on the empirical relationship between wages and prices.
Empirical Analysis
Unit Root and Cointegration Analysis
From this point onwards, we will focus on changes in productivity-adjusted wages, i.e. changes in ULC, as the measure for wage inflation. From a theoretical point of view, at least, ULC are a better measure of the cost pressure experienced by companies than simple nominal wage changes. If productivity increases, companies can afford to pay higher wages without changes in their prices. In order to establish the nature of the link between ULC and prices, we will implement formal Granger-causality and weak exogeneity tests. The specification of all further tests in this paper crucially depends on the stationarity properties of the series. In part of the literature, wages and prices are found to be integrated of order one and Granger-causality tests are formulated in first differences, whereas in some cases wages and prices are considered I(2) and causality tests are consequently implemented using second differences. We perform Augmented DickeyFuller (ADF) as well as Kwiatkowski-Phillips-Schmidt-Shin (KPSS) tests. 6 Tests are implemented for the CPI and the ULC both in (seasonally-adjusted natural log) levels and in first differences. 
The outcome of the ADF and KPSS tests is reported in the lower part of the panels in Table 3 . They support the view that residuals of (5) and (6) are stationary, and, thus, that p t and ulc t are indeed cointegrated in our sample period. In particular, the KPSS provides strong evidence of stationarity. Although not reported, the results of the Johansen cointegration test also confirm the existance of a stationary linear combination of the two variables. Note that, in (5) and (6), the estimated coefficients for ulc t and p t are very close to one. In fact, Wald tests do not allow this restriction to be rejected. This implies that, in the long run, price increases fully translate into upward nominal wage adjustments. Similarly, nominal wage hikes that are not justified by productivity gains lead to price increases of the same magnitude.
7
The previous result implies that prices and wages are characterised by a common long-run equilibrium relation. It does not yet explain which one of the two series adjusts to the other, or whether adjustments run in both directions. In order to establish whether cointegration implies some clear-cut form of causality, we test for weak exogeneity. The test is implemented by running the following regressions: 
where ec p and ec w are error-correction terms, i.e. the residuals of the cointegrating regressions estimated above. The optimal number of lags n is again determined on the ground of the Schwarz information criterion. The findings are presented in Table 4 . The error-correction term has a significant explanatory power in the both equations. As a consequence, there is no clear evidence of weak exogeneity for either ULC or prices. It cannot be asserted that one of the two variables causes the other in the long run. Deviations from the long-run equilibrium pattern seem to be absorbed by adjustments in both variables. 
Granger Causality
The previous section has highlighted the existence of a long-term co-movement of wages and prices. But what are the dynamics between these two variables in the short run? Cointegration actually implies that at least one of the two variables must adjust to the other in the short term. To investigate the short-run properties of the relationship between wages and prices, we implement Granger causality tests.
In an initial step, we run unaugmented tests. Regressions take the following form: 
The dependent variable is the first difference of the log CPI. The error-correction term (ec p,t−1 ) measures the impact on the dependent variable of any deviations from the cointegration path, while lagged changes in wages capture the short-term dynamics. Similarly, ULC changes are only regressed on lagged ULC changes, the error-correction term and the CPI in first differences. n1 is determined on the basis of the Schwarz information criterion, while n3 is set equal to four. Panel I of Table 5 below reports the results for the coefficients of interest only: β 2 , β 3s , λ 3 and λ 3s . The * symbol implies significance at the 10% level while the ** symbol implies significance at the 5% level. From these benchmark regressions, it appears that unit labour costs influence prices via both the error-correction term and the first lag of their changes. In turn, unit labour costs also adjust to the first lag of price changes as well as to the error correction-term.
In the subsequent step, we want to check whether these results are robust to sample modifications. As can be observed in the charts of section 3.2, after the disinflation phases of the beginning of the 1990, the Swiss economy has experienced a period of low and stable inflation. Year-on-year CPI changes averaged 3.3% between 1975:1 and 1990:4. In the second part of our sample (1991:1-2005:4) average headline inflation declined to 1.6%. If we only include the period after 1994:1, i.e. the moment when inflation slipped back below the 2% threshold, the average CPI increase is 0.9%. The volatility of inflation is also significantly lower than in the previous period. One might therefore wonder whether the wage-price link has undergone any modifications in this lower inflation environment. Sub-sample results are presented in panels II and III of Table 5 . Unit labour costs maintain their explanatory power in the first part of the sample via the error correction term, whereas unit labour cost changes are not significant. By contrast, in the 1991:1-2005:4 sub-sample unit labour costs do not appear to be significant at all. As far as prices are concerned, the opposite outcome is observed. Prices Granger cause unit labour costs only in the second part of the sample. All in all, the result of a bi-directional influence between wages and prices does not seem to be robust to sample modifications in this first set of regressions.
In order to obtain further insights, we implement Granger causality tests within the Phillips curve framework introduced in section 2.1. Accordingly, we run the following regressions: 
As compared with the specification of (9) and (10), additional variables are taken into account. OGap t is a measure of the output gap and reflects the state of cyclical demand from the real economy side, whereas ΔM1 t is money supply growth and is meant to capture the impact of monetary conditions. ΔRP t is a relative price change, where relative prices are defined as the ratio of the imported CPI components over total CPI. This variable is used to capture supply shock effects and exchange rate effects, which are particularly relevant in a small open economy. Again, the number of lags for the exogenous variables was set to four in the reported equations. Other lag structures were tested with no significant impact on the results. Table 6 shows the estimated coefficients along with the corresponding t-values for the full sample. The estimated constants as well as the coefficients of the lagged dependent variables are not reported. The bottom of the table provides the p-values of the Wald tests in which we set, for each of the relevant explanatory variable, all the coefficients equal to zero simultaneously.
In the price equation, price changes appear to be influenced by ULC via the error-correction term only. The individual coefficients of lagged short-run changes in ULC are not significant. Also, the outcome of the Wald test does not allow the restriction that all ULC coefficients are jointly equal to zero to be rejected. In fact, the null hypothesis that coefficients are jointly equal to zero can only be rejected for the relative prices variable. Thus, all in all, there is a clear causality effect that runs from ULC to price changes via the error correction term but there is no evidence regarding the influence of ULC growth.
We now turn to the wage equation. According to the p-values of the single coefficients, the error correction term is strongly significant and so are price changes in the previous quarter. The results of the Wald tests confirm the impact of lagged price changes on ULC growth. Therefore, in the short run, ULC seem to adjust to movements in prices via both the long-run cointegration relation and CPI quarterly changes. The output gap and relative price changes also appear to influence unit labour cost growth. Tables 7 and 8 present regression results for the previously defined sub-samples. In the price equation for the lower part of the sample, ULC have a significant influence on price changes via the error-correction term but not via the short-run ULC dynamics. By contrast, in the upper part of the sample, the explanatory contribution of both wage related variables becomes clearly non-significant.
In the wage equation of tables 7 and 8, the error correction term remains significant in both sub-periods. According to the Wald test, the estimated coefficients for price changes are also significant, in both the 1975: 1-1990:4 and 1991:1-2005 :4 sub-samples.
All in all, there is evidence that price changes maintain an impact on ULC short-run changes during both higher and lower inflation periods. By contrast, in a context of persistently low inflation, productivity-adjusted wage changes seem to lose their meaning as an indicator for short-run price developments. As described in section 2.2, recent work on US data also tend to show that wage measures have a significant impact on price changes only in periods of relatively high inflation.
One could object that estimation errors in the data construction for ULC might affect the Granger-causality results, as our Granger-causality tests take the ULC data as given and do not account for the first-step estimation. 8 Several steps were taken to dispel -as far as possible -this doubt. The first element is the accuracy of the disaggregation procedure. Section 3.1 presents our arguments in detail. Second, in order to further reduce this risk, we introduced four lags of ULC changes in our price equations. Third, a robustness check was implemented. More specifically, we reestimated equations (11) and (12) using a ULC measure based on quarterly SUVA wages. If the Chow-Lin procedure is successful in adding useful information to this basic ULC measure, regressions based on SUVA-derived ULC should produce similar but weaker results than those we have presented so far. Although we do not reproduce the results of these regressions here, they are fully in line with this assumption.
Concluding Remarks
We explored the link between wages and prices with the purpose of identifying the causality effects at work. We were particularly interested in gauging the information content of wage dynamics for short-run CPI inflation developments. We can summarise our findings as follows.
Our Phillips-curve estimates show that prices have a systematic impact on wages. Throughout the whole period, 1975-2005, prices always help to explain productivity-adjusted wage changes via both the error-correction term, measuring deviations from the long-run cointegration equilibrium, and short-run price changes. This outcome is robust across sub-samples.
Our findings also support the view that productivity-adjusted wage growth has a Granger-causality effect on CPI inflation. In particular, estimations over the entire period show that deviations from the cointegration path provide useful information about future price movements. This would, in principle, suggest that ULC developments are indeed a helpful complement to the set of indicators that inflation watchers should monitor. This outcome, however, does not seem to hold across sub-samples. Results for the period beginning with the disinflation phases in the early 1990s indicate that both wage growth and the error-correction term lack explanatory power when inflation is low and little volatile. In such an environment, other factors -such as relative price changes or the output gap -clearly dominate wages as explanatory variables for short-run CPI movements.
